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DIRECTORS’ REPORT

REPORT OF DIRECTORS ON THE CONSOLIDATED AND UNCONSOLIDATED FINANCIAL STATEMENTS FOR

THE SIX MONTHS ENDED DECEMBER 31, 2020

The Board of Directors is pleased to present a brief overview of the financial and operational performance

of the Company for the six months ended December 31, 2020.

Consolidated net profit during the period under review was Rs. 16,342 million, resulting in earnings per

share of Rs. 12.60 compared to net profit of Rs. 11,052 million and earnings per share of Rs. 8.52 during

the same period last year. The increase in profit is mainly due to higher share of profit from associate,

China Power Hub Generation Company Limited (CPHGC), which started Commercial Operations on August

17, 2019, depreciation of PKR against USD and lower financing costs.

Unconsolidated net profit during the period under review was Rs. 10,309 million, resulting in earnings per

share of Rs. 7.95 compared to net profit of Rs. 3,031 million and earnings per share of Rs. 2.34 during the

same period last year. The increase in unconsolidated profit is mainly due to higher dividend income from

subsidiaries, lower financing costs and depreciation of PKR against USD.

The Board of Directors declared an interim Dividend for the second quarter ended December 31, 2020 of

Rs. 3.00 per share, at their meeting held on February 26, 2021.

The Company and Central Power Purchasing Agency (Guarantee) Limited (CPPA(G)) executed an

agreement on ;;th February 2021 (Agreement) in furtherance of the Memorandum of Understanding

(MOU) dated 21st August 2020. Under the Agreement, the payment mechanism envisaged is two

instalments, with 40% of the overdue receivables payable within 30 business days of signing the

Agreement (comprising 1/3td cash and 2/3rd financial instruments of PIBs and Sukuks) and the remaining

60% payable 6 months thereafter through the same method as that of the first instalment.

At the request of the Government of Pakistan (GoP), the Company and CPPA(G) have agreed to reduce

the existing Fixed Operating Costs Element by 11%, whilst keeping the existing arrangement of

indexations. At the same time, the Company and CPPA(G) have agreed to discontinue the US$ Exchange

rate and US CPI indexation on the Project Company Equity and fix the same on National Bank of Pakistan’s

fl/OD selling PKR/USD exchange rate prevailing as on 2;st August 2020 and US CPI forthe month of August

2020; however, till the current exchange rate reaches that of 2;st August 2020 i.e. PKR 168601USD, the

existing arrangement under Power Purchase Agreement (PPA) for the current half year shall apply for

future billing.

The Company and CPPA(G) have further agreed to engage without delay, on signing of the Agreement, in

good faith negotiations and discussions and use their best endeavours to achieve pre-mature termination

of the PPA, which will be mutually beneficial i.e. resulting in compensation to the Company, while saving

GoP substantial sums in lieu of capacity payments till the expiry of the PPA. Pre-mature termination would

allow coal conversion of two of the Company’s units to supply power to K-Electric. In parallel, the Parties

have also agreed that certain outstanding dispute(s) shall be resolved through arbitration under the PPA.



Narowal Energy Limited (a wholly owned subsidiary of the Company) and CPPA(G) also executed an

agreement on 11th February 2021 (Narowal Agreement) in furtherance of the Memorandum of

Understanding dated ;2th August 2020.

Under the Narowal Agreement, the ROE/ROEDC rate shall be changed from the current rate of 15% in US$

to 17% in PKR, with no future US$ indexation and the US$ equity shall be converted to PKR using exchange

rate PKR/US$ of 148. However, the current indexation shall continue to be applied until the date the

applicable exchange rate under the present Tariff reaches PKR/US$ of 168. Furthermore, under the

Narowal Agreement, at the request of GoP, in the larger national interest and sectoral sustainability, the

future O&M savings and heat rate efficiency, shall be shared by Narowal Energy Limited and GoP.

The payment of overdue receivables is an integral part of the Narowal Agreement having similar payment

terms as that of the Hubco Agreement, with payments due from the date of revised NEPRA tariff

determination in relation to the ROE/ROEDC component. Further, on payment of the said receivables,

Late Payment Surcharge (LPS) on future invoices will be lowered to KIBOR + 2.0% for the first sixty days

and then shall revert to KIBOR + 4.5% as per the PPA, while ensuring that payments follow the PPA

mandated FIFO payment principles for this rate to be effective.

Growth Projects

The lignite based 330MW Thar Energy Limited (TEL) Project in Thar Block II has completed “P60% of Project

Construction and targets to achieve Commercial Operations Date (COD) by March 2022. Private Power

and Infrastructure Board (PPIB) announced the Financial Close of Thar Energy Limited on January 30th,

2020 and the first draw down against Pak Rupee loan was made in March 2020.

Financial Close of the Company’s second Project, 330MW ThalNova Power Thar (Pvt.) Ltd. in Thar Block II

was achieved on 30th September 2020. The China Development Bank (CDB) is the lead arranger for the

foreign financing from China and Habib Bank Limited is the lead arranger for the local financing. The

Project’s construction has already reached ‘34%. The Project is expected to achieve its Commercial

Operations Date by 2022 (mid-year).

Hub Plant

During the period under review, Hub plant generation was 105 GWh as compared to 34 GWh in the

corresponding period last year, at a load factor of 2% (2019-20: 1%).

Narowal Plant

During the period under review, Narowal Plant generated 258 GWh as compared to 224GWh in the

corresponding period last year, at a load factor of 27% (2019-20: 24%).

Laraib Plant

During the period under review, Laraib Plant generated 225 GWh as compared to 152GWh in the

corresponding period last year, at a load factor of 61% (2019-20: 41%).

CPHGC Plant

During the period under review, CPHGC Plant generated 3,636 GWh, at a load factor of 66%. Executed in

a record time, as per schedule and within projected costs, CPHGC is a part of the early harvest energy



projects under China Pakistan Economic Corridor (CPEC) framework and the only joint venture project

between Chinese and Pakistani Companies, making it a project of national and strategic significance.

CPHGC will add 9 billion kWh of electricity to the national grid every year meeting electricity needs of “4

million households in the Country.

Sindh Engro Coal Mining Company (SECMC)

SECMC achieved Financial Close (FC) for its Phase II Project in December 2019. The coal from Phase II will

be supplied to That Energy Limited and ThalNova Power Thar (Pvt.) Limited.

New Ventures

The Company continues to pave the way for new discoveries, opportunities and possibilities in energy and

other areas of infrastructure.

During the period under review, the Company submitted a proposal for a wastewater recycling project to

the Government of Sindh (GoS) for industrial consumption. This is a Public Private Partnership between

the Company and G0S. In addition to this, the Company has entered into a Memorandum of

Understanding with Pakistan Defence Officers Housing Authority, Karachi (DHA) to jointly evaluate the

commercial and technical viability of revival of DHA Cogen Limited, which will generate 84 MW of electric

power for supplying to K-Electric and provide 3 million gallons per day of potable water for supplying to

Cantonment Board Clifton. Additionally, the Company and DHA also plan to develop 5 million gallons per

day of potable water project based on Sea Water Reverse Osmosis technology for which Hubco already

possesses the first right of refusal.

During the period under review, the Company renewed its M0U with KE with respect to coal conversion

of two of its units to supply power to K-Electric competitively priced baseload power. The Company is in

the process of obtaining requisite Government approvals for the project.

The Company remains grateful to its Shareholders, employees, business partners and all other

stakeholders for their confidence in the Company and their support in the Company’s journey on the path

of growth and prosperity.

By Order of the Board

Khalid Mansoor M. Habibullah Khan

Chief Executive Officer Chairman
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INDEPENDENTAUDITOR'S REVIEWREPORT

To themembers ofThe Hub Power CompanyLimited

Report on review ofCondensed InterimUnconsolidated Financial Statements

Introduction

We have reviewed the accompanying condensed interim unconsolidated statement of financial
position ofThe Hub Power Company Limited as at December 31, 2020 and the related condensed
interim unconsolidated statement of profit or loss, condensed interim unconsolidated statement of
comprehensive income, condensed interim unconsolidated statement of changes in equity, condensed
interim unconsolidated statement ofcash flows, and notes to the condensed interim unconsolidated
financial statements for the halfyear then ended (here-in-after referred to as the "condensed interim
unconsolidated financial statements"). Management is responsible for the preparation and
presentation of these condensed interim unconsolidated financial statements in accordance with
accounting and reporting standards as applicable in Pakistan for interim financial reporting. Our
responsibility is to express a conclusion on these condensed interim unconsolidated financial
statements based on our review.

The figures of the condensed interim unconsolidated statement of profit or loss and condensed
interim unconsolidated statement ofcomprehensive income for the quarters ended December 31,
2020 and 2019 have not been reviewed, as we are required to review only the cumulative figures for
the halfyear ended December 31, 2020.

Scope ofReview

We conducted our review in accordance with International Standard on Review Engagements 2410,
"Review of Interim Financial Information Performed by the IndependentAuditor of the Entity''. A
review ofcondensed interim unconsolidated financial statements consists ofmaking inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical and
other review procedures. A review is substantially less in scope than an audit conducted in accordance
with International Standards on Auditing and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim unconsolidated financial statements are not prepared, in all
material respects, in accordance with the accounting and reporting standards as applicable in
Pakistan for interim financial reporting.

The engagement partner on the review resulting in this independent auditor's review report is Waqas
Aftab Sheikh.

CharteredAccountants
Karachi
Date: February 26, 2021

~-- ······· ..............................................................................................................................•...............................................

A. F. FERGUSON& CO., CharteredAccountants, a memberfirm ofthe PwCnetwork
State Life BuildingNo. 1-C, I.I. ChundrigarRoad, P.O. Box4716, Karachi-raooo, Pakistan
Tel: +92 (21) 32426682-6/32426711-5; Fax: +92 (21) 32415007/32427938/32424740; <www.pwc.com/pk>

•KARACHI• LAHORE• ISLAMABAD
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